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Washington, D. C. 20423

Attention: Mrs. lee:

RE: Security Agreement between W. Eugene Johnston, III, and
Bank of Pilot Mountain

Dear Mrs. lee:

We enclose for recording the original security agreement dated
March 22, 1978, by and between W. Eugene Johnston, III, 200 East
Northwood Street, Suite 200, Greensboro, North Carolina 27401

and the Bank of Pilot Mountain, North Main Street, Pilot Mountain,
North Carolina 27041.

The collateral covered by this security agreement are railroad
freight cars; specifically three rigid underframe 70 ton 50 foot
boxcars serial numbers NSL 102300 XM, ERES 9235 SF, and VC 9098 XF.

W. Eugene Johnston, III, is not a common carrier by rail, motor, or
water.

A duplicate original is enclosed which we would appreciate you
endorsing with your recordation number and returning to us.

Also

enclosed is our check for $50.00.

With very best wishes, we remain
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TELEPHONE
(o19) 373-1223

Office of the Secretary

Interstate Commerce Commission

Twelfth Street & Constitution Avenue, NW
Washington, D. C. 20423

Attention: Ms. Lee

RE: Security Agreement between W. Eugene Johnston, III,

and the Bank of Pilot Mountain

Dear Mrs. Lee:

\\ Please find enclosed a check in the amount of $50.00
\ for recordation of above mentioned Security Agreement.
I am sending this under separate cover as I forgot to

N enclose it with my letter and the original Security
\. Agreement.

Also enclosed is a copy of the letter I mailed to you

in case this should reach you before you receive the
letter and agreement.

'Please accept my apologies.

If you have any questions, please let me know.

Sincerely,
%d&m@,
.. (Mrs.) Nancy D. Bateman
= o Secretary to Mr. Johnston
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SECURITY AGREEMENT. Mieaiae Commence commismion

THIS SECURITY AGREEMENT, made and entered into as of
this _22nd day of March , 1978, by and between W.
EUGENE JOHNSTON, III, (herein called "Debtor"), and the Bank
of Pilot Mountain, a national banking association (herein
called "Secured Party"):

WITNESSETH:

WHEREAS, the Secured Party has loaned the Debtor the
sum of $72,500.00, which loan is evidenced by the Notes of
Debtor of even date herewith in the original principal amount
of $42,500;00 and $30,000.00 (herein called the "Note"); and

WHEREAS, the Debtor has agreed to secure all indebtedness
evidenced by the Note and any other indebtedness of Debtor
to the Secured Party by freight cars owned by Debtor, which
freight cars were purchased by Debtor with the proceeds of a
loan by the Secured Party to the Debtor;

NOW, THEREFORE, in consideration of the loans by Secured
Party to Debtor of $72,500.00 and the covenants, promises

and conditions contained herein, it is agreed as follows:

SECTION 1. Grant of Security Interest. In order to

secure the payment of the principal of and interest on the
Note according to its tenor and effect, and to secure the
payment of all other indebtedness of Debtor to Secured Party,

now existing or hereafter arising, the Note and this Security



Agreement contained, Debtor does-hereby convey, warrant,
mortgage,.assign, pledge and grant the Secured Party, 1its
successors and assigns, a security'intéfest in and to the
properties, rights; interests and privileges'described in
Sections 1.;.and 1.2 hereof (all of which properties hereby
mortgaged, assigned and pledged or intended_so to be are
hereinafter-collectiveiy referred to as the "Collateral").

Section 1.1 Equipment Collateral. Coilateral includes

the equipment described in Schedule A attached hereto and
made a part hereof (hereinafter referred to collectively as

the "Equipment". and individually as "Item of Equipment").

Section 1.2, Othef Collateral. Collateral also
‘includes all rights of Debtor arising under certain Management
Agreements between Railvest, Inc. and Debtor and National
Railway-UtilizaEion Corpofation\("NRUC")'and Debtor (herein
called the "Managemént-Agreeméﬁt") and all sums due and to
become due thereunder incldding any and all extensions or re-
newals thereof inaofar,ﬁs the same cover or relate to the Equipment)
it being the intent and purpose thereof that the assignment
and transfer to the Secufed_Party of said service charges and

- other sums due and to Secome due under the agreement shall be
effective and operative at such time as Secured Party shall
give written notice to Railvest, Inc. and NRUC to make such
payments to Secured Party and shall continue in full force and
effect thereafter until RailVest, Inc. and NRUC shall have

bgeh notified 1§ writingvby the Secured Pééﬁy to‘beglﬂlmaking '

such payments to Debtor and the Secured Party shall have the

Secured Party
Debtor -2-



.right to collect and receive said service charges and other

éums for.application in accordance with the provisiﬁns of Section
4 hereof at all times during the period‘from and after the date
of this Security Agreement until the indebtedness hereby secured
hés’been fully paid and discharged.

Section 1.3, Limitations to Security Interest. The

security interest granted by this Section 1 is subjecf only
to (a) the lien of current taxés and aséessments, if any,

not in default, or, if delinquent, the validity of which is
being contésted'in good faith, and (b) tﬁe rights of Railvest,
. Inc. and NRUC under the Management Agpeementé.

Section 1.4. Duration of Security Interest. The

- Secured Party, its successors and assigns shall have aﬁd

hold the Collatérél'forever; provided always, however, fhat
such security interest is granted upon the express condition
that if the Debtor shall pay or cause to be paid all the
indebtedness héreby secured and sﬁall observe, keep and
perform all the terms and conditiéns,.c6§enants and agreements
herein and in the Note contained, then these presents and

the esfate hereby granted and convéyed shall cease and this

Security Agrgeﬁent shall become null and void; otherwise

. to remain in full force and effect. -

SECTION 2{ Covenants and Warranties.' The Debtor covenants,

warrants and agrees as follows:

- . . -
Secured Party_ \Y L ; / / /
Debtor _ - S =da - .
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Section 2.1. Debtor's Duties. The Debtor covenants

and .agrees well and truly to perform; abide by and to be

governed and restricted by each and all of the terms, provisions,

‘restrictions, covenancts and agreements set forth in this
Securify Agreeﬁent and Note, and in each. and every supplement
thereto or amendment thereof thch may at any time or from time
to time be executed and delivered by the parties thereto or

their succeéeors and assigns, to the same extent as though

each and all of said ferms, provisiohe. restrictions, covehanée.

and agreements'wefe fully set out herein.

Sectién 2,2 Warranty of Title. ' The Debtor has the

right, bower and authoritylto grant a security interest in ‘
ﬁhe Collateral to the Secured Party for the uses and purposes
herein set forth; Debtor is the: owner of the Equipment, free
and clear of all liens and encumbrances; and the Debtor will
warrant and defend thé'titie_to the Collaterél agéihst all
claims and demands of persons claiming by, through or under
the Debtor (excepting only the right, title and interest of

the Lessee under the Lease).

Section 2.3. Further Assurances. The Debtor will, at

its own expense, do, execute, acknowledgeland deliver all
and every further acts, deeds, conveyances, transfers and
assurances necessary Or prbper for the perfection of the

security interest being herein provided for in the Collateral,

'whether now owned or hereafter acquited. Without limiting the

!

v PR
foregoing but in t&&theranee of the securlty 1nterest herein

Secured Party
Debtor -~
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granted in the service charges and other sums due and to _
become due under the Lease the Debtor covenants and agrees |
that it will notify Railvest, Inc. and NRUC of the assignment

of its rights under the Management Agteamnme and direct Railvest,
Inc. and NRUC to make all paymente of such service_chardes‘and

other sums due and to become due under the Management Agreements

directly to the Secured Party or as the Secured Party may ' |

direct upon receipt of written inetructions to that effect

from the Secured Party.

‘Section 2.4. Mark Equipment. The Debtor will cause

~ each unit of Equipment to be kept numbered with the identifying

number set out in Schedule A. Debtot will not permit any
unit of Equipment to be placed in operation or exercise any
control or dominion over any such unit unless each side of
such unit of Equipment shall have been so marked and will
replace promptly any such marking or renew any such marking,
which may be removed, defaced or destroyed. Debtor will not
permit the identifying numbers of any such units to be -
changed except in accordance with a statement of new numbers
to be substituted therefor, which atatement previously shall
have been filed with Secured Party by Debtor and promptly
filed, recorded or deposited in all publicioffices where
this Agreement shall have been filed, recorded or deposited.
Section 2.5. Casualtx. In the event that any Unit of
Equipment shall be or become worn out, lost, stolen, destroyed ;

\- /o
\
or irreparably damaged from any cause whatsoever during the

-

continuance of thie Agreement, the Debtor shall replace the

Unit of Equipment at its own cost or cause the Unit of Equipment

Secured Party
Debtor



- to be.réplaced_with other operable sﬁandard guage rolling
"stock equal in value to the depreciated value and of substantially
as good material and Constfuction as that worn out, lost,
stolen, destroyed_or irreparably damaged, and shall give the
Secured Party or its éssignee an bpinion of counsei to the
effect that this Agreemént constltu£e§ a first lien on such
feplacement Unit of Eéuipment, éndzshall execute, delive;'

and file and recofd such furthér-documéht as may be reasonably
requésﬁed by the Secured'Party or its assignee in support of .
sdch opinion, or Debtor shall promptly.pay to the Secured

Party a sum equal to 25% of the balanc‘e due under the Note,
togetﬁer with interest accrued thereon to date of such

‘"payment at the. rate set forth in the Note, in which event

all succeéding payments under tﬁe Note shall be correspondingly

reduced.

Section 2.6.. Mainténance. 'The Debtor will at all

times cause the Equipment to be maintained in good order and
repair and to that end will ensure that Viréinia Central
Railroad performé all of its obligatiohé under Paragraph 6
of the Lease with respect to repair'ﬁnd maintenance of the
‘Equipment.

Section 2.7. Insurance. The Debtor will provide the
insurance on the Equipment and name the Securéd Party as
mortgagee on any policy covering occurrences described in
Sédtion 2.5 which aré insured égainst, and Debtor shall
furnish Secured.?érty wifﬁ‘copiee‘bf such 1gsurance polfciep '

and pay all preﬁiuma which may become due with respect to

. such policies.

Secured Party :
Debtor




Section 2.8. Compliance. The Debtor will comply, and

‘will cause any lessee of the Equipment to comply, in all

—— — . G—

respects with all laws of the jurisdictions in which the
Equipment may be operated, with all standards recommended by
the Association of American Railroads and with all lawful

rules of the Department of Transportation, the Interstate

. e commy W cmeEmme e W

Commerce Commission and any othe; legislative, executive,
administrattve or judicial body exercising any power or
'.jurisdiction;ovet the Equipment to the extent that such laws
and rules affect the operetion or use of the Equipment. In
the'eyent tnat such laws or rnlee require‘the alteration of
the Equiphent or any part thereof, the Debtor will confofm
therewith, at its expense, and §111 maintain'the-same in
proper condition_for operation under such laos and rules;
provideo however, that Debtor may, in‘good‘faith. contest
the validity or application of any such law or rule in any
reasonable manner which does not, in the opinion of the
Secured Party, adversely affect the property or rights of

the Secured Party hereunder.:

Section 2.9. Recordation and Filing. The Debtor wili
cause this Seourity Agreement and’éll-suppienents thereto, and
all financing'and continuation statements and similar notices
required by applicable law, at all times to be kept, recorded
and filed at its own expense in such manner and in such places
as may be required by law.in order-fully to pteserve and protect'.
the rights of the Schred Party hereundet. ‘and/ will at its/ ' 1
| own expense furnish to tne Secured Party promptly after the

Secured Party
Debtor



-executién and delivery of fhis Security Agreement and of each
supplemental Security Agreement én opinion of counsel stating
. that in the opinion of such counsel tﬁié Security Agreement
or such eupplément, as the dasé may Se. has bheen properly
recorded . or filed for record éo.és to make effective 6f record

the security interest intended to be created hereby.

Section 2,10. Modifications of the Management Agreement.
The Debtor will not: o |
| | .(a) decla;e‘a default or éxercisé:any'of its remedies-
under, or terminate, modify or accept .a surrendef of, or
@ffer or agree £o any termination, modificéﬁion,.surrender
or termination of, the Management Agreement (except
as otherwise expressly p;ovided herein) or Sy affirmative
act consent to the éreation 6r existence of any security
interest or other lien to secufe the payment oflindebtedness
upon the leaseﬁold.estate created by_tﬁe‘Lease or any part
thereof; or
(b) receive or_collgct or permit the receipt or col-
lection of any’servicé charges or rental payhent under the
Management Agreemeﬂt prior to éhe aate for payment ;hereof
provided for by the Lease or assign, t;anafer 6f-hypothecate
(other than to the Secured Partj hereunder) any rent payment
then due or to accrue in the future under the Lease in.

respect of the Equipment; or

(c) sell, mortgage, transfer, assign or hypothecate
\ | : f C
(other than to the Secured Party hereunéer) its interest

in the Equibment or any part thereof or in any amount to be

received by it from the use or disposition of the Equipment.

Secured Party
Debtor

’



Section 2.11. Power of Attorney in respect of the

Management Agreement. Debtor does hereby irrevocably constitute

and appoint the Secured Party, its true and lawful attorney with
full power of aubstituﬁion for it and in its name, place

end stead, to ask, demand, collect, receive,,receipt for,'eﬁe
for, compound ‘and give acquittance for any and alliserrice
‘charges, ‘income and other sums which are assigned under
Section 1.1 and Sectionll.Z hereof with full power to settlae,
adjust or compromise any ciaim‘thereunder as fully as the
Debtor could iteelf do, and to endorse the name of the

- Debtor on all commercial paper”given in payment or in part
paymenﬁ'thereof, and in its discretion to file any claim or
take any ‘other action or proceedings, eitner in its own name

or in the name of the Debtor or otherwise, which the Secured
Party may deem necessary or appropriate to protect and preserve
rhe right, title and interest of the Secured Party in and to
such service charges and other sums and the security intended

to be afforded hereby.

SECTION 3.  Pogsession and Use of Property.

Section 3.1. - Possession of Collateral. While the Debtor -

is not in default hereunder it shall be suffered and permitted
to remain in full possession, enjoyment and control of the
“Equipment and to manage, operate and use the same and each part
thereof with the rights and franchises appertaining thereros
provided, always, that the posseseion, enjoyment, control/end
use of the Equipment shall at all timea be'aubject to the

observance and performance of the terms of this Security

Secured ‘Party_ -0
Debtor
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Agreement. .- It is expressly understood that £he_use and
possession‘of the Equipment by the Lessee under and subject

to the Management Agreement shall not constitute a violation

of this Section 3.1.

SECTION 4. Application of Assigned Service Charges and

Certain Other Moneys Received by the Secured Party.

Section'4.1. Application of Service Charges. As more

fully set forth in Section 1.2 hereof the Debtor has hereby
granted to the Secured Pérty a security interest in service
charges, rents,.isgues, profits, income and other su@s due

and to‘becomé due uﬁder the Managément Agreement, in respecﬁ

of the Equipment as security-for the Note. So long as no event

of default as defined in Section 5 hereof hés occurred and

is continuing the amounts fréﬁ fime to-time'réceived by the

Secured Party which constitute paymént of service charées

payable with respecf‘to the Equiﬁment under the Lease shall be
applied first, to the payment of the installments of interest

only or principal and interest on tbe Note'which have matured

or will mature on or before the due date of the installmgnts
" of service charges payable with réspéct to the Equipment

which are received by the Secﬁred.Party; and then the

baiance, if any, of such amounts shall promptlylbe paid to

or upon the order of the Debtor.

Section 4.2, Default. If an event of default referred

to in Section 5 hereof has occurred and‘ig ?ontinuing, all p
amounts received by the Secured Party pursu%nt to Section 1.2 / /

-hereof ahall be applied in the manner ptovided for in Section S

1n respect of proceedl and avails of the Collateral.

Secured Party
Debtor
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".SECTION 5. . Defaults and Other Provisione

Section S5.1. Events of Default. The term "event of

default" for all purposes of this Security Agreement shall

mean one or more of the following:

(a) Default in payment of an installment of the
principal of, or interest on, the Note when and as the
same shall become due and payable, whether at the due -
date thereof or at the date fixed for prepayment, by
acceleration or otherwise, and any such default shall
continue unremedied for three (3) calendar days; or

(b) An event of default as set torth in the Loan
Agreement; or :

(c) Default“on_the part of the Debtor in the due
observance or performance of any covenant or agreement
to be observed or performed by it under this Security

Agreement and-such default shall continue unremedied for
thirty (30) calendar days; or

(d) Any representation or warranty made hereln or
in the Loan Agreement or the Note or in any report,
.certificate, financial or other statement. furnished
in connection with this Security Agreement, the Loan
Agreement, the Lease or the Note, or the transactions
contemplated thereby shall prove to be false or mis-
"leading in any mater1a1 respect; or

(e) Any claim, lien or charge (other than the Lease
and liens, charges and encumbrances which the Lessee is
obligated to discharge under the Lease) shall be asserted
against or levied or imposed upon the Equipment, and such
claim, lien or charge shall not be discharged or removed
within thirty (30) calendar days after the written notice
from the Secured Party or the holder of any note to the

Debtor and the Lessee demanding ‘the discharge or removal
thereof.

Section 5.2, Secured Party's Rights. Debtor agrees that

when any "event of default" as defined ih Section 5.1 hereof
has occurred and is continuing, the Secured Party shall have
thehrighte, options, duties and remedies of a secured party,
and the Debtor shall have the rights and duties of a debtor,

under the Uniform COmmercial COde ae trom time to time 1n

Secured Party .
Debtor s §
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effect in the State of North Carolina (regardless of whether

such Code or a law similar thereto has been enacted in . a
jurisdiction wherein the rights or remedies afe asserted)

and without limiting the foregoing may exercise any oﬁe of

more or all, And in any order, of.the'remedies hereinaféer.

set forth, ;t being expfessly understood that>no remedy

herein conferred is intended to be exclusive 6f any other

.remedy or remédies;.but each and every. remedy shall be cumulative
‘and éhali be in addi;ionxto eiéry<qther remedy given ﬁerein br
now orlﬁereafter existing'at.law or in.eéuity or by statute.

(a) The Secured Party may, by notice in writing to
the Debtor, declare the entire unpaid balance of the
Note to be immediately due and payable; and thereupon
all such unpaid balance, together with all -accrued

interest thereon, shall be and become immediately due
*» ' and payable.

(b) The Secured Party personally or by agents or
. attorneys, shall have the right (subject to compliance
with any applicable mandatory legal requirements) to take
immediate possession of the Collateral, or any portion
thereof, and for that purpose may pursue the same wherever
it may be found, and may enter any of the premises of the
Debtor, with or without notice, demand, process of law or
" legal procedure, and search for, take possession of, remove,

keep and store the same, or use-and operate or lease the
same until sold.

(c) The Secured Party may, if at the time such action
may be lawful and always subject to compliance with any
mandatory legal requirements, either with or without taking
possession and either before or after taking possession,
and without instituting any legal proceedings whatsocver,
and having first given notice of such sale by registered
mail to the Debtor once at least ten (10) days prior to

" the date of such sale, and any other notice which may be
required by law, sell and dispose of the Collateral, or
any part thereof, at public auction to .the highest bidder,
in one lot .as an entirety or in separate lots, and either
for cash or.on credit and on such terms as the Secured
Party may determine, and at any place (whether or not it
be the location of the Collateral or any part thereof)

Secured Party
Debtor
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designated in the notice above referred to. Any such sale

or sales may be adjourned from time to time by announcement
at the time and place appointed for such sale or sales, or
for any such adjourned sale or sales, without further pub-
lished notice, and the Secured Party or the holder or holders

of the Note, or of any interest therein, may bid and become
the purchaser at any such sale; .

(d) The Secured Party may proceed to protect and

. enforce this Security Agreement, -and the Note by suit or
suits or proceedings in equity, at law or in bankruptcy,
and whether for the specific performance of any covenant
or agreement herein contained or in execution or aid of
any power herein granted; or for foreclosure hereunder,
or for the appointment of a receiver or receivers for
the mortgaged property or any part thereof, or, subject
to the provisions of Section 6 hereof, for the recovery
of judgment for the indebtedness hereby secured or for
the enforcement of any other proper legal or equitable
remedy available under applicable law;

(e) - The Secured Party may proceed to exercise all
rights, privileges, and remedies of the Debtor under the
Management Agreement, and may exercise all such rights
and remedies either in the name of the Secured Party or

in the name of the Debtor for the use and benefit of the
Secured Party.

5.3. Acceleration Clause. In‘case of any sale of the Col-

lateral, or of any part thereof. pursuant to any judgment or.

decree of any court or otherwise in connection with the enforcement
of any of the terms of this Security Agreement, the principal

of the Note, if not previously due, and the interest accrued
thereon, shall at once become and be immediately due and

peyable: also, in the case of any'snch sale, the purchaser

or purchasers, for the purpose of making settlement for or

payment of the purchase price, shall be.entitled to turn in and

use the Note and any claims for interest matured and unpaid thereon,
in order that there may be credited oe paid on the purchaee price

the’ sum apportionable and applicable to th? Note including J
\ \\\ vV . / 4 ‘

Secured Party | _13;
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principal and interest thereof out of the net proceeds of such

Bale after allowing for the proportion of the total purchase

price required to be paid in actual cash

Section_5.4. Waiver by Debtor. The Debtor covenants

that it will not ct'any time insist upon or plead, or in

any manner whacsoever'clcim or take any benefit or advéntage

of, any stay or extension law ncw or at any time hereafter in
force, nof’claim,-fake} nor insist upon any benefit or advantcge
of or from any law now or hereafter in force providing for

the valuation or appraisement of " the Collateral or. any part
therecf, prior to any sale or sales thereof to be made pursuant
to anf provision hereln contained, or to the decree, judgment or
order of any court of competent jurisdiction: nor, after such
sale cr sales, claim or exercise any right-under any statutc
now or hereafter made or enacted by any state or otherwise to
redeem the property so sold or any part thereof, and hereby
expressly waives for 1csel£ apd on behélf'of each'énd every
person, except;decree or judgmeht creditors of the Debtor
acquiring any interest in or title to the Collateral or any

part thereof subsequent to the date'cf this Security Agreement,
all benefit and advantage of any such law or laws, and covenants
that it will not invoke or utilize any such law or laws or
otherwise hinder, delay or impede the execution of any power
4herein granted and delegated co the Secured Party. but will
suffer and permit the execution of. every auch power as though

\ \ ’ /
no such power,: law or laws had been made or enacted.‘

‘Secured Party . _
Debtor ) -14-
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Section 5.5. Effect of Saie. Any . sale, whether under

any power of sale hereby given or bj virtﬁe of judicial

.proceediﬁgs, shall operate to divest all rioht, title! interest,

i claim and demand whatsoever, either at law.or in equity, of the
Debtor in and to the property sold, shall be a perpetual bar, both
at law and in equity, against the Debtor, its successors and assigns.
and against any and all persons claiming the property sold or any
part thereof under, by or through'the Debtor, its successors or

assigns,

Section 5.6. Applioation of sale Proceeds. The purchase

money proceeds and avalls of any sale of the Colleteral, or
. any pért thereof, and the proceeds and the avails of any remedy
hereunder shall be paid to and applied in the following order:

First, to the payment of costs and expenses of
foreclosure or suit, if any, and of 'such sale, and of
all proper expenses, liability and advances, including
legal expenses and attorneys' fees, incurred or made
hereunder by the Secured Party, or the holder or holders
of the Note, and of all taxes, assessments or liens
superior to the lien or these presents, except any taxes,

. assessments or other superior lien subject to which said
sale may have been made;

Second, to the payment to. the holder or holders of
the Note of the amount then owing or unpaid on the Note
for interest;

Third, to the payment to the holder or holders of
the Note of the amount then owing or unpaid on the Note
for principal; \

Fourth, to the payment of the surplus, if any, to
the Debtor, its successors and assigns, or to whomsoever
may be lawfully entitled to receive the same.

‘Section 8.7. Discontinuance of Remedies. In case the //

Secured Party 96511 have proceeded to enforce any righﬁ under

this Security Agreement by foreclosure, sale, entry or otherwise,

Secured Party

Debtor
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and such proceedings shall have been discontinued or abandoned
for any reason or shﬁll have been determined adversely, then
‘and in every guch‘cése the Debtor, the Secured Party and the
holder or holders of the Note shall be feétoréduto their former
positions’ahd righﬁs hereunder. with regpecg to the ﬁroperty
subject to the security interest created under this Sécprity

Agreement.

Section 5.8. Cumulative Remedies. No delay or omisgsion

of the Secured Party or of the holder of the Note t6 exercise
-any right or poﬁer grisiﬁg from any default on the part of the
Debtog, shall exhaust or impair any'such right or power or
. prevent its exercise during the continuance of such default.
No waiver by the Secured Party,. or the holder of any Note oé'én?
such default, whethér sﬁch waiver be full or partial, shall
gxtend.to‘or be taken to.affect any subsequent defauit, or
to impair the righté“resulting tﬁereffom except as may be otherwise
provided herein. No remedy hereunder is intended to be
exclusive of any othér remedy-but gach and every remedy shall
be cumulative and in addition to any aﬁd every other remedy
§iven hereunder or otherwise existiﬁé; nor shall the giving, taking
or enforcement of any other or additional security, collateral
or guarantf for the payment of the indebtedness secured under
this Security Agreement operate to prejudice, waiver or affect
the sechrity of this. Security Agreement or any rights, powers
or remedies hereunder, nof shall the Secure? Party or helder
of the Note be ré;ulred to‘first look to, e;force or exgaust '

such other or additional security, collateral or guaraniiea.

" Secured Party

Debtor -fﬁ-
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SECTION 6. Miscellaneous.

Section 6.1. Successors and Assigns. Whenever any of

the parties hereto is referred to such reference shall be
deemed to include the successors and assigns of such party;
and all the covenants, promises and agreements in this
Security Agreement contained by or on behalf of the Secured
Party, shall bind and inure to the benefit bf the respective
successors and assigns of such parties whether so expressed

or not.

Section 6.2. . Parl Invalidity. The unenforceability

or invalidity of any provision or provisions of this Security
Agréement shall not render any other provision or provisions

herein contained unenforceable or invalid.

Section 6.3. Communications. All communications
provided for herein shall be in writing and shall be deemed
to have been given (unless otherwise required by the specific
provisions hereof in respect of any matter) when delivered
personally or when deposited in the United States mail,
registered, postage prepaid, addressed as follows:

If to the Debtor: . W. Eugene Johnston, III
200 Northwood, Suite 200
Greensboro, N. C. 27401
If to the Secured Party: Bank of Pilot Mountain
' North Main Street
Pilot Mountain, N. C.
or as to the Debtor or the Secured Party at such other address as

the Debtor or the Secured Party may designate by notice duly given

in accordance with this' Section to the other party. /, /
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Section.G.A. Release. The Secuxe& Party shall release this
Security Agreement and the securiiy 1nte¥est»granted hereby by
proper instrumeﬂt or instruments upon presentation of satisfactory
evidence that all ;ndebtedness éécured hereby has been fully paid

or discharged.

Section 6.5. Obligations of Debtor. The ‘assignment made

hereby of the Management Agreement_ia_an assignment as collateral

security, and the execution and delivery hereof shall not in any
' Qay impair or diminish the obligation of Débtor under the

Management Agrgemept nor - shall any of the obligations con-

tained in thé Manaéemén; Agreement~5e imposed upon the Secured

Party as the result of the execution of this Security Agreement.

Section 6.6. Counterparts. This Security Agreement may

be'exécuted, acknowledged and delivered in any number of
counterparts, each of such counterpaptsIconstituting an original
but all together oniy one Security Agréement. '

Section 6.7.  Headings. Any‘headings or captions preceding
the text of the several seqtions hérgof are ;ntended<solely for
convenience of reference and éhali not constitute a part of this
Agreement nor shall they affect itafmeaning, construction or

effect.

Section 6.8. Governing Law. This Security Agreement and

the Note shall be construed in accordance with and governed by

the laws of the State of North Carolina; provided, however, that

the Secured party shall be entitled to all rights conferred by
/ /"

any applicable federal atatute, rule or regulation. : '

IN WITNEBS NHBRBO!. the Debtor and Becured Party have caused

Secured Party .
Debtor S =18-



this Security Agreement to be executed, all as of the déy and

year first above written.

W. EugéneyabZZf;dh, 111

WITNESS;gngqLLJ / N

‘BANK OF:PILOT'MOUNTAIN

BY: Wm/i&/—;

N President \\

ATTEST:

O s

Cashiler

\ \ I / /
\ -19- :

Secured Party

Debtor
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STATE OF NORTH CAROLINA

COUNTY OF GUILFORD

I, Martha Patterson ‘  a notary public of said
county do hereby certify that W. Eugene Johnston, III personally
appeared before me this day and acknowledged the execution
of the foregoing instrument. Witness my hand and notarial
seal, this the 11 day of January , 1978 .

My Commission Expires: 5-14-80

27
Notary Public

STATE OF NORTH CAROLINA

COUNTY OF @uSsEORD ~§ ¢ V//V'

-

I, ¢ L2t~ , a notary public do hereby

certify that / = v ) 7 Loy personally came -
before me this day and acknowledged that he is

Cashier of the Bank of Pilot Mountain, and that, by authority
duly given and as the act of the corporation, the foregoing

instrument was signed in its name by its President,
sealed with its corporate seal, and attested by himself as its
Cashier.

Witnessg my hand d official seal this the,/gi 5 day of
/./Cf y 197

My Comm1ss1on Explres/]ﬂ"ﬂa?!f /9?/

Noﬂhry Publlc

-20-



SCHEDULE A

greement Schedule, dated thlSééCzﬁﬂ(day of 4444(_,)

197 , by and between the Bank of Pilot Mountain (Secured
Party) and W. Eugene Johnston, III (Debtor).

The Boxcars described herein are pledged to the Bank of Pilot
Mountain subject to the terms and conditions of that certain

Security Agreement of which this Schedule A i part between
the Bank of Pilot Mountain and Debtor, dated §>5ﬁgk<4Z4/

EZ 197

DESCRIPTION OF CARS: . 70 Ton 50 Ft. All Purpose. Boxcars

NUMBER OF CARS: 3
SERIAL NUMBERS: NSL 102300 XM
. ERES 9235 XF
VC 9098 XF

BANK OF PILOT MOUNTAIN

oy &MM

President

W. Eugene/dohpston, III



